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OATIE OR AFFIRMATION

Dennis Finnerman
swearorafflrmthattOthcbeStof

my knowledge and belief the accompanying financial statement and supporting
schedules pertaining to the firm of

WATER TOWER SECURITIES UJC

of December 31 20_ are true and correct further swear or affirm that

neither the company nor any partner proprietor principal
officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

--

ROSARIO RIOS ALVAREZ
ignature

Comm DD0686888

Expires 7/13/2011
Title

FIoda Notary Aan Inc

This report contains check all boxes

Facing Page

Statement of Financial Condition

U1 Statement of Income Loss
tI Statement of Changes iii Financial Condition

t1 Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net CapitaL

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies
found to exist or found to have existed since the date ofthe previous audit

Notary Public

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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MBAF
MORRISON BROWN ARGIZ FARRA LLP

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Member

Water Tower Securities LLC

We have audited the accompanying statement of financial condition of Water Tower Securities LLC the

Company as of December 31 2008 and the related statements of operations changes in members

equity and cash flows for the year then ended that you are filing pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 These financial statements are the responsibility of the Companys management

Our responsibility
is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of Water Tower Securities LLC as of December 31 2008 and the results of its operations and its

cash flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The information contained in Schedules II and Ill is presented for purposes of additional analysis

and is not required part of the basic financial statements but is supplementary information required by

Rule 7a-5 under the Securities Exchange Act of 1934 Such information has been subjected to the auditing

procedures applied in the audit of the basic financial statements and in our opinion is fairly stated in all

material respects in relation to the basic financial statements taken as whole

LIP

Miami Florida

February 18 2009

MIAMI 1001 Brickell Bay Drive 9th F1ooF Miami FL 33131 305 373 5500 305 373 0056 www.mbafcpa.com



WATER TOWER SECURITIES LLC

STATEMENT OF FINANCIAL CONDmON

DECEMBER 31 2008

ASSETS

Cash 44159

44.159

LIABILITIES AND MEMBERS EQUITY

Accrued expenses
2000

Members equity
42159

44.159

The accompanying notes are an integral part of these financial statements
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WATER TOWER SECURITIES LLC

STATEMENT OF OPEFATJoNs

FOR THE YEAR ENDED DECEMBER 31 2008

REVENUES

OPERATING EXPENSES

Accounting 4350

Licenses and fees 1030

Insurance 387

Office and administrative
358

6125

NET LOSS 6.125

The accompanying notes are an integral part of these financial statements
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WATER TOWER SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQurn

FOR THE YEAR ENDED DECEMBER 31 2008

MEMBERS RETAINED MEMBERS
CAPITAL EARNINGS EQUITY

BALANCES JANUARY 2008 40000 8284 48284

NET LOSS 6.125 6125

BALANCES DECEMBER 31 2008 40.000 2.159 42.159

The accompanying notes are an integral part of these financial statements
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WATER TOWER SECURITIES LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss
6125

CASH BEGINNING OF YEAR 50284

CASH ENDOFYEAR 44.159

The accompanying notes are an integral part of these financial statements
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WATER TOWER SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

SIGNIFICANT ACCOUNTING POLICIES

Operations

Water Tower Securities LLC the Company was organized in the State of Illinois in 2002 The Company operates

as broker-dealer in securities and is member of the Financial Industry Regulatory Authority FINRA formerly the

National Association of Securities Dealers NASD The Company has been inactive since its organization

Cash

The Company considers cash to include highly liquid investments with purchased maturities of three months or less

Accounting estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities at December 31 2008 and revenues and expenses during the year then ended The actual

outcome of the estimates could differ from the estimates made in the preparation of the financial statements

Clearing arrangements

The Company has an agreement with Goldman Sachs Execution and Clearing LP to provide execution and clearing

services on behalf of its customers on fully disclosed basis

Income Taxes

The Company is treated as partnership for federal income tax purposes and generally would not incur income taxes

Instead its earnings and losses are included in the personal return of the member and taxed depending on the

members personal tax situation As result the financial statements do not reflect provision for income taxes

In the unlikely event an uncertain tax position existed in which the Company could incur corporate income taxes

management would evaluate whether there is probability that the uncertain tax position taken would be sustained

upon examination by taxing authority Reserves for uncertain tax positions would then be recorded if management

determined it is probable either position would not be sustained upon examination or if payment would have to be

made to taxing authority and the amount was reasonably estimable As of December31 2008 the Company does

not believe it has any uncertain tax positions which would result in the Company having liability
to taxing authority

Government and Other Regulation

The Companys business is subject to significant regulation by various governmental agencies and self-regulatory

organizations Such regulation includes among other things periodic examinations by these regulatory bodies to

determine whether the Company is conducting and reporting its operations in accordance with the applicable

requirements of these organizations

-6-



WATER TOWER SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31 2008

SIGNIFICANT ACCOUNTING POLICIES CONTINUED

New Accounting Pronouncements

Accounting for Uncertainty in Income Taxes

In June 2006 the Financial Accounting Standards Board FASB issued interpretation No 48 Accounting for

Uncertainty in Income Taxes-an interpretation of FASB No 109 FIN 48 FIN 48 clarified the accounting for

uncertainty in income taxes recognized in an enterprises financial statements in accordance with SFAS No 109

Accounting for Income Taxes FIN 48 was originally effective for fiscal years beginning after December 15 2006

but was deferred for nonpublic companies to fiscal years beginning after December 15 2007 In December2008 the

FASB issued FASB Staff Position FSP No FIN 48-3 Effective Date of FASB Interpretation No 48 for Certain

Nonpublic Enterprises This FSP allows certain nonpublic entities to elect to further defer the effective date of FIN 48

to fiscal years beginning after December 15 2008 The Company has elected to defer the implementation of FIN 48

as permitted by the FSP FIN 48 applies to pass through entities The Company is in the process of determining

whether the implementation of FIN 48 will have material effect on the Companys financial statements for the year

ending December 31 2009

The Fair Value Option for Financial Assets and Financial Liabilities

In February 2007 the FASB issued Statement of Financial Accounting Standards No 159 The Fair Value Option for

Financial Assets and Financial Liabilities including an amendment of FASB Statement No 115 Statement 159
Statement 159 gives the Company the irrevocable option to carry most financial assets and liabilities at fair value that

are not currently required to be measured at fair value If the fair value option is elected changes in fair value would

be recorded in earnings at each subsequent reporting date Statement 159 is effective for the Companys 2008 fiscal

year Statement 159 did not have an impact on the Company financial statements since the Company elected not to

adopt the statement

RELATED PARTY TRANSACTIONS

On April 22 2004 the Company entered into an agreement with Guzman Company Guzman company related

by common ownership that is also registered broker-dealer Under the terms of the agreement the Company will

refer its institutional customers to Guzman for execution services The Company will pay Guzman $0.02 per

transaction fee plus 50% of the commissions received by the Company in excess of $0.02 per share from

transactions executed by Guzman on behalf of the Company In addition Guzman will provide the Company with rent-

free office space free use of certain computer and office equipment and make available the services of Chief

Financial Officer and another employee of Guzman at no cost to the Company During the year ended December31

2008 there were no transactions between the Company and Guzman

NET CAPITAL RULE

The Company as registered broker-dealer in securities is subject to the Securities and Exchange Commission

Uniform Net Capital Rule Rule 5c3-1 that requires that the Company maintain Net Capital equal to the greater of

$5000 or 6-2/3% of Aggregate Indebtedness as defined At December 31 2008 the Company had net capital of

$42159 which was $37159 in excess of its required net capital of $5000 The ratio of aggregate indebtedness to

net capital should not exceed 15 to At December31 2008 the ratio of Aggregate Indebtedness to Net Capital

was 0.05 to

-7-



WATER TOWER SECURITIES LLC

ScHEDuLE

COMPUTATION OF NET CAPIT UNDER

RULE 5c3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2008

CREDITS

Members equity
42.159

DEBITS

NET CAPITAL 42159

MINIMUM NET CAPITAL REQUIREMENT
6-2/3% of aggregate indebtedness of $2000

or $5000 whichever is greater 5000

EXCESS NET CAPITAL 37.1 59

RATIO OF AGGREGATE INDEBTEDNESS
TO NET CAPITAL 0.05 to

AGGREGATE INDEBTEDNESS

Accrued expenses 2.000

SCHEDULE II

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER

RULE 5C3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

TO COMPANYS CORRESPONDING UNAUDITED FORM X-1 7A-5

PART II FILING AS OF DECEMBER31 2008

There are no material differences between the above computation and the Companys corresponding unaudited Part II of

Form X-1 7A-5 as of December 31 2008

SCHEDULE III

STATEMENT ON EXEMPTION FROM THE COMPUTATION FOR DETERMINATION

OF RESERvE REQuIREMENTS AND INFORMATION RELATING TO POSSESSION

OR CONTROL REQUIREMENTS UNDER RULE 5C3-3 OF THE SECURITIES AND

EXCHANGE COMMISSION AS OF DECEMBER 31 2008

The Company is exempt from Rule 5c3-3 under k2ii because all customer transactions are cleared through other

broker-dealers on fully disclosed basis During the year the Company did not hold customers funds or securities

SCHEDULE IV

SUBORDINATE BORROWINGS

AS OF DECEMBER 31 2008

As of December 31 2008 and during the year then ended the Company did not have any subordinated borrowings
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MBAF
MORRISON BROWN ARGIZ FARRA LLP

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

REPORT ON INTERNAL CONTROL REQUIRED BY

SECURITIES AND EXCHANGE COMMISSION RULE 17a-5g1
FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM
SECURITIES AND EXCHANGE COMMISSION RULE 15c3-3

To the Member
Water Tower Securities LLC

In planning and performing our audit of the financial statements and accompanying information of Water

Tower Securities LLC the Company as of and for the year ended December 31 2008 in accordance

with auditing standards generally accepted in the United States of America we considered the Companys
internal control over financial reporting internal control as basis for designing our auditing procedures for

the purpose of expressing our opinion on the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we do not express an opinion

on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control activities

for safeguarding securities This study included tests of such practices and procedures that we considered

relevant to the objectives stated in Rule 7a-5g in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital under Rule 7a-3aX 11 and for determining compliance

with the exemptive provisions of Rule 5c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation of

differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

but not absolute assurance that assets for which the Company has responsibility are safeguarded against

loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial statements in

conformity with accounting principles generally accepted in the United States of America Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

11
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To the Member

Water Tower Securities LLC

Page Two

Because of inherent limitations in internal control and the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis significant deficiency is control deficiency or combination of control deficiencies that

adversely affects the entitys ability to initiate authorize record process or report financial data reliably in

accordance with accounting principles generally accepted in the United States of America such that there is

more than remote likelihood that misstatement of the entitys financial statements that is more than

inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be prevented

or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities and Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December31 2008 to meet the SECs

objectives This report recognizes that it is not practical in an organization the size of Water Tower

--

Securities LLC to achieve all the segregations of duties and cross-checks generally included in system of

internal control and that alternatively greater reliance must be placed on surveillance by management

This report is intended solely for the information and use of the Board of Directors and the Companys

member management the Securities and Exchange Commission the Financial Industry Regulatory

Authority and other regulatory agencies which rely on Rule 7a-5g under the Securities Exchange Act of

1934 in their regulation of registered brokers and dealers and is not intended to be and should not be used

by anyone other than these specified parties

euce fct4AO LP

Miami Florida

February 18 2009
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FINANCIAL STATEMENTS
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